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SUBJECT: COTTON CONTRACT PROBLEM 

REF: STATE 184746 

1 . FOLLOWING IS CURRENT STATUS OVERDUE CONTRACTS: 

A. YUPANGCO. ON JUNE 5, CIEC SENT FOLLOWING TELEX TO JIMENEZ 
TRADING (BUT NOT TO CIEC MANILA AGENT). SAME MESSAGE SENT TO DBP. 
QUOTE. WE HAVE CANCELLED ALL OUTSTANDING CONTRACTS AT PAR IN CONSID- 
ERATION OF BUYERS REQUESTING COURT RESCINDING AWARD RENDERED. THE 
ABOVE OFFER ONLY TO FINALIZE OLD TRANSACTIONS AND DOES NOT REPRESENT 
OUR ACCEPTANCE OF COURT'S DECISION. END QUOTE. 

COMMENT. DBP HAS INFORMED YUPANGCO THAT CIEC WILL NOT SHIP AGAINST 
OPENED L/CS AND ADVISED YUPANGCO TO FORGET THESE OVERDUE CONTRACTS. 
DBP PROMISED TO ASSIST YUPANGCO WITH CREDIT TO PURCHASE COTTON. 
AGATTACHE DOUBTS YUPANGCO WILL REQUEST COURT TO RESCIND AWARD 
RENDERED. CIEC WILL PROBABLY NOT BE PERMITTED SELL COTTON IN 
PHILIPPINES. 
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(1) HOHENBERG ARRANGED MUTUAL CANCELLATION ITS OVERDUE 
CONTRACTS. DBP AGREED AND HOHENBERG PERMITTED CONTINUE SELL 
COTTON THIS MARKET. 

(2) ALLENBERG WILL HAVE BOARD OF DIRECTORS MEETING 
AUGUST 15 TO DECIDE COURSE OF ACTION. 

(3) PAN AMERICAN HAS BEEN CONTACTED BY LOCAL AGENT 
WITH REQUEST FOR DECISION ON SUBJECT CONTRACTS. TO DATE LOCAL 
AGENT HAS NOT EXPLORED ALTERNATIVES FOR DISPOSAL, I.E., CANCELLA- 
TION OR SALE TO OTHER MILLS AND PAN AMERICAN HAS BEEN SILENT. 

COMMENT. EMBASSY SUGGESTS THAT BOTH ALLENBERG AND PAN AMERICAN WORK 
OUT CANCELLATION WITH LIRAG ALONG SAME LINES AS HOHENBERG. 

C. UNITED ASIA. ACCORDING TO DBP, MILL IN EXTREMELY POOR 
FINANCIAL CONDITION. CURRENTLY SPINNING WASTE COTTON AND BUYS A FEW 
BALES FROM OTHER MILLS IN ORDER TO KEEP OPERATING. NEITHER LOCAL 
AGENT NOR PAN AMERICAN HAVE GIVEN MUCH THOUGHT TO SOLUTION. 

COMMENT. EMBASSY BELIEVES PAN AMERICA SHOULD CONTACT UNITED ASIA, 
GIVING THEM TWO WEEKS NOTICE OF CANCELLATION. 

D. CENTRAL TEXTILES. WASHINGTON FULLY AWARE OF SITUATION. 

CENTRAL IS BUYING COTTON BUT APPARENTLY NOT FROM MEMBERS OF ACEA - 
DBP MUST ABIDE BY DECISION OF CENTRAL BANK. 

COMMENT. EMBASSY FREES THIS A DEAD ISSUE AND CONTINUED CONFRON- 
TATION IS LIKE BEATING A DEAD HORSE. WE BELIEVE THIS CONTRACT SHOULD 
BE REMOVED FROM OVERDUE LIST. IF ALLENBERG PERSISTS, DBP MAY 
RETALIATE AND NOT PERMIT THEM TO SELL COTTON IN PHILIPPINES. 

SULLIVAN 
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